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ABSTRACT 
A Chinese owned and managed company - Goldlion Holdings 
Limited which is operated both in Hong Kong and China, 
was selected for this study. This company represents many 
typical Hong Kong companies which were successful in 
exploring business opportunities in 80s' China. 
Facing rapid environmental and market changes in the 
90's, many these companies find themselves in a state of 
confusion. They do not know where their companies should 
go or how they can repeat their 80s' successes in the 
years of 90's. Their strategies seem ad hoc or even 
cannot help them to achieve their goals if they know. The 
Company wants to use merger and acquisition activities as 
a shortcut in achieving its goal - to maintain the 
company's profitability. 
From the study, we can see that when companies face 
problems, they should go back to the fundamentals. They 
should clearly know that what they can do and what they 
should do. Merger and acquisition activities without 
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well-defined strategic goals done by a company without 
ability to manage can contribute nothing to its existing 
core business or even worse can hurt the company 
inhabiting it from recovery. At their best, merger and 
acquisition activities are beneficial when they are 
viewed as independent investments in the circumstances. 
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A good merger and acquisition (M&A) deal should 
provide ongoing benefit to the surviving company, both 
strategically and in terms of improved performance. The 
basic lesson learnt from 80s' M&A activities in U.S. is 
clear: Merger activity benefits a company only when there 
is a well-defined strategic goal. Strategy is the start 
of any good acquisition. That's why the best ones tend to 
involve companies in the same industry. M&A activities 
both in U.S. and Asia support the view (See Appendix 2 
and 3). 
A Hongkong-based apparel company with its main 
business operating in People's Republic of China (PRC) is 
now facing rapidly environmental changes and intensive 
competition. The company's profitability seems declining. 
Now the company is now considering to acquire a Hongkong-
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based leather goods company which also operates in PRC in 
order to maintain its profitability. 
Purpose of Study 
The aim of the project is to evaluate the 
acquisition deal as a strategy to achieve the Company's 
goals - maintain profitability in the current business 
environment and market situation. 
Scope of Study 
The scope of evaluation is mainly confined to the 
acquisition deal as one of the strategies to achieve the 
Company's goals. The study does not attempt to develop 
and evaluate other means of strategies. 
Organization of Paper 
Following this introduction, Chapter II presents the 
current macro-environment of China. Chapter III gives the 
company profile of both the acquiring and target company. 
Chapter IV presents the evaluation. Chapter V 
conclusions the paper. An overview of PRC is presented in 
Appendix 1. 
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Limitation of the Study 
Since Forever Attempt Limited is a private company, 
financial data of the company is not allowed to disclose 
before the deal is closed. Therefore, evaluation of cost 






For the moment, the political situation in China 
seems uncertain. Although the leadership is a new 
generation of collective leaderships who are favor of 
economic reform from a central planning economic to a 
market economic, there are always political battles 
behind-the scenes. In the mean time, rumors about elderly 
leaders creates a lot of ripples. To understand the 
current situation, two important events in Chinese 
politics: National Congress of the Chines Communist Party 
and National People's Congress, are reviewed below. 
Communist Party Congress 
National Congress of the Chines Communist Party -
though infrequent - is the most important public event in 
5 
Chinese politics. Since Mao's death, a congress has been 
held every five years to evaluate the Party's work since 
the previous assembly and to establish guidelines to 
direct its efforts over the next five years. These 
judgments and prescriptions are normally summed up in a 
report delivered by the Party general secretary. 
The importance of a congress lies in the supreme 
authority of its pronouncements and in its appointment of 
leaders to key positions. A 20-member Politburo presides 
over the day-to-day affairs of both the Party and the 
central government (See Appendix 4). Real decision making 
is China's political system takes place with the 
Politburo, and particular among the seven members, in 
consultation with retired Party elders. 
In the past, Party congresses have generally 
revealed the scars of China's behind-the-scenes political 
battles. The general secretary's political report and the 
leadership appointments rectified by the congress provide 
evidence not only of the future direction of the Party 
leadership, but also the degree of consensus or conflict 
behind the chosen policy agenda. The political reports 
are often compromise documents, and reflect a patchwork 
of policy views. In some reports, competing policy 
platforms have stood out starkly, while in others, vague 
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generalities have masked apparent disagreements. 
Similarly, leadership appointments at past congresses 
have often served to delicately balance divergent views. 
Given this background, the 14th Communist Party 
Congress (CPC), which was held in Beijing October 12-18, 
1992, appears striking one-sided. The Party gave its 
stamp of approval to market economics as the catalyst of 
China's future prosperity. On almost all counts, the 
Congress ratified Deng's political and personnel 
priorities. The Congress strongly reaffirmed the overall 
correctness of China's reform policies - dubbed China's 
、、second revolution" by the reformers - and appointed a 
Party leadership that is expected to peruse Deng's reform 
agenda in the near term and well beyond. 
Clearly, the policy lines endorsed by the 14th 
Congress enjoyed an unusual degree of leadership 
consensus, and were already in place well before the 
meeting convened. The decision to create a、、social market 
economy" indicates that the Party leadership recognizes 
the market, not central planning, as the primary • 
mechanism of economic activity. 
A crucial factor in whether the changes proposed by 
the 14th Party congress will ultimately be successful is 
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the commitment of the future Party leadership. Generally 
speaking, the new leaders on the Party's Politburo and 
Standing Committee are well-matched to the policy lines 
laid out at the Congress. Collectively, they are also 
younger - with an average age of 62 - and more clearly on 
the liberal side of the reform spectrum than the group 
they have replaced. The new Politburo is also 
overwhelmingly technocratic, with 11 of its 20 members 
trained as engineers. 
The seven-member Politburo Standing Committee, the 
most powerful political body in China, now appears 
decisively in the hands of liberal economic reformers. 
Jiang Zemin, Qiao Shi, and Li Ruihuan retained their 
seats, while Zhu Rongji, Liu Huaqing, and Hu Jintao - all 
relatively liberal in outlook - joined them. The personal 
profile of the Politburo's Standing Committee members is 
in Appendix 5. Aging conservatives Yao Yilin and Song 
Ping dropped off the Standing Committee, leaving Premier 
Li Peng as the lone economic conservative. 
National People's Congress 
The annual National People's Congress (NPC) 
sessions, in contrast, provide a forum for ratifying and 
publicizing leadership decision. Because of its large 
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size and short meeting schedule, the NPC is too unwieldy 
to act as a true legislature. Instead, substantive 
legislative policy in China tends to be determined in the 
bimonthly meetings of the 134-member NPC Standing 
Committee, which is named by the Party leadership and the 
Politburo for approval by the NPC. Customarily, the 
leadership presents the government's work report - in 
essence, China's state-of-the-union address - as well as 
the annual plan and budget. The NPC also promulgates 
major laws and approves top governmental appointments. 
The 8th NPC held at March 1993 was the first session 
of a newly selected NPC. Changes in the executive 
leadership of the Chinese State were also announced and 
approved. New appointments to China's State Council - the 
body that oversees China's State organs - were made, and 
the structure of the State Council itself, improve 
efficiency, and encourage ministries to become more 
business-oriented (See Appendix 6). 
In essence, the Congress reflected a leadership 
dominated by concerns of economic growth and political • 
and economic stability. One of the most important 
appointments approved by the NPC was that of the new 
president of the People's Republic of China, Jiang Zemin. 
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On a political level, the NPC ratified a 
distribution of power that will leave Jiang Zemin, 
institutionally at least, the most powerful leader after 
Deng Xiaoping and the other aged leaders die. However, 
all of the potential post-Deng leaders surely realize 
that their positions, authority, and legitimacy are 
tenuous, and this uncertainty should inhibit the 
emergence of an outright power struggle after Deng's 
death. Since providing material benefits to supporters in 
the Chinese political system will help consolidate the 
power of Deng's successor, it is in the interest of all 
the contenders to preserve and encourage economic reforms 
even after the patriarch's death. 
In the recent 10th NPC, there was no much change 
from previous congresses. On the surface, the Congress 
shown that third generation of collective leadership has 
successful transformed. The personnel change in the 
standing conunittee of NPC and State Council further 
strengthens Jiang's power in the central government. 
Despite the jutters all this causes in the region's • 
stock exchanges and newsrooms, most analysts predict that 
the death will bring neither major political upheaval, 
nor mass popular unrest. The consensus is that the 
、、succession" issue is already settled. It is, after all, 
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five years, since Mr. Deng resigned his last official 
leadership position. Jiang Zemin as head of state, party 
and army seems solidly in place at the head of what will 
be, inevitably, a more collective leadership. 
Moreover, although China's people have many 
grievances - growing official corruption, rapidly rising 
prices and continuing political repression - three is no 
obvious reason why the death of a 90-year-old, officially 
retired leader should bring them out onto the streets. 
The dissident ''movement", such as it was, is largely 
locked up, exiled or dead. And the unrest of 1989 came 
not when price inflation was peaking, but when the 
austerity measures put in place to contain it were 
beginning to affect living standards. 
Legal Environment 
The PRC's legal system is based on written statutes 
under which prior court decisions may be sited for 
reference but do not have binding presidential effect. 
The PRC's legal system is relatively new and the 
government since 1979 has been developing a comprehensive 
system of laws. Considerable progress has been made in 
the promulgation of laws and regulations dealing with 
economic matters such as corporate organization and 
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governance, foreign investment, commerce, taxation and 
trade. 
The current NPC Standing Committee which came into 
being in 1993 decided as it began to work to give first 
priority to work of economic legislation. In 1993, it had 
passed 20 laws and 13 regulations. The State Council 
promulgated 48 regulations and submitted 15 legislative 
proposals to the Standing committee for deliberation in 
1993. All these legislation's add up to 96, or one for 
every four days in the year. It is learned the Standing 
Committee has thus far listed a total of 152 laws on its 
legislative work agenda. 
The Corporation Law and the Foreign Trade Law, 
published earlier 1994, came into force in July of the 
same year. The NPC Standing Committee has continued to 
work on a number of other laws. The City real Estate 
control Law and the Labor Law have been promulgated as a 
result. Still other important economic laws such as the 
Banking Law and Securities Law are under consideration 
and are expected to be published in the near future. 
It is unprecedented in Chinese history that so many 
economic legislation's on such a wide scale have been 
passed in so quick a succession. The Chinese public have 
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reached consensus that a market economy is also a law 
regulated economy. China is determined to follow the path 
to market economy and also an economy operating under a 
legal system. 
Economic Environment 
China opened its market since last seventies. 
Although the country experiences high growth, it is still 
in the stage of transition from a central planning 
economic to a market economic (See Appendix 7) . Because 
of friction of various interests emerging during the 
period of transition from the old to the new economic 
system, the growth of the market prices is higher than 
the economic growth rate. The whole economy has not 
entered a sound cycle and some instable factors exist in 
the economic life which should bring to attention. 
Inflation 
In the year of 1994, the consumption price of 
residents and retail prices of commodities throughout the 
country rose by 24.1 percent and 21.7 percent 
respectively over those of the same period last year. 
This is the highest figure ever since the government 
initiated the policy of reform and opening up. 
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New factors for price hikes have generated a big 
impact. Of the price hikes during the first nine months 
of this year, the new factors for price hikes made up 
about 70 percent and spontaneous price hikes accounted 
for about 40 percent. Reasons for causing price hikes are 
increasing costs, merged foreign exchange rates, poor 
market management in the new situation of decontrolled 
prices and structural contradictions between supply and 
demand. 
The Scale of Investment 
Since the beginning of this year, the scale of 
investment in fixed assets has been brought under control 
to some extent. The number of newly constructed projects 
has dropped and the growth of investment has dwindled. 
However, such problems as the excessive investment scale 
and the irrational orientation have not been 
fundamentally solved. Judging from the annual investment, 
the annual growth rate is 28 percent. However, the 
investment rate is as high as 38 percent. Judging from 
the investment scale for projects which are under 
construction, total investment for capital construction 
projects and projects for technical transformation in the 
first three quarters of this year stood at 2,400 billion 
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yuan, a rise of 40.1 percent over the same period last 
year. If the extra rough calculation factors are taken 
into consideration, it is estimated that the scale of 
total investment will reach more than 4,000 billion yuan. 
It is the fundamental reason for the tight supply of 
funds and defaults. Judging from investment structure, 
investments in the basic industries, particularly in 
agriculture and technical transformation of the existing 
enterprises are still inadequate, thus unfavorable for 
enhancing the quality of the economic operation. 
State-owned Enterprises 
Since the beginning of this year, along with the 
implementation of the state supporting policies for 
state-owned enterprises, the production and operational 
situation of state-owned enterprises has taken a turn for 
the better, their production speed has picked up and 
efficiency has improved. 
In the first three quarters of this year, output of 
state-owned enterprises and enterprises with shares • 
controlled by the state rose by 5.8 percent over the same 
period last year, a speed which is slightly higher than 
that of last year. State-owned enterprises with the 
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budget of the state earned 63.6 billion yuan in profits, 
a rise of 9.8 percent over last year's same period. 
Generally speaking, the production speed of 
state-owned enterprises remains low. A considerable 
number of state owned enterprises are hard in their 
production and operation. Their products have been kept 
in stock and their losses are expanding. By the end of 
September, the funds for finished products occupied by 
over 30,000 state-owned industrial enterprises within the 
budget of the state had totaled 178.5 billion yuan, 30.8 
billion yuan more than that early this year. The amount 
of funds on account that should be recovered amounted to 
397 3 billion yuan, rising to 80.3 percent or involving 
44.5 percent of enterprises. The loss of enterprises that 
have suffered losses stood at 29.2 billion yuan, or a 
rise of 8.1 percent. 
In addition to the policy reasons for the loss of 
enterprises. the situation of assets that cannot pay the 
debt in enterprises has not only affected the image of 
state-owned enterprises. but also worn some vigorous • 
enterprise down. Reasons for the depression of 
state-owned enterprises are fund shortage, overstocking 
of products. the growing amount of defaults, and import 
pounding. But main reasons are that state-owned 
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enterprises are poor in adapting themselves to the 
market, lack the competitive concept, have heavy his-
torical burdens and irrational structure. They can hardly 
become the legal entities responsible for their own 
decisions about their operation and expansion and for 
their profits and losses. 
Agriculture 
In 1994, the weak links of agriculture have been 
fully exposed. The main reason is that some localities 
suffered from serious droughts and floods and losses were 
great While accelerating industrialization and 
urbanization in the rural areas for years running, the 
weak agricultural foundation and lagged development have 
been once again felt. 
Although the central government has again and again 
stressed strengthening of agriculture, many localities 
have devoted their main efforts on expanding the 
construction scale, competed with others for the growth 
rate of the non-agricultural sectors and lacked the • 
effective measures for agriculture. Cultivated land has 
not only been reduced in a big way for years running 
(some 10 million mu of cultivated land in the past two 
years). Lack of investment has not greatly improved the 
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production conditions. Allowing for price factors in the 
past two years, governments at all levels have not in-
creased their investment in agriculture, or the amount of 
investment is dropping. 
In the first three quarters of 1994, the proportion 
of agricultural investment in fixed assets by state-owned 
units continued to drop on the basis of a dip for years 
running in the past, or making up only 1.7 percent of 
total investment. Farmers are also unwilling to increase 
investment because their incomes grow slowly, prices for 
the means of production have gone up and economic returns 
of crops are low. 
The above mentioned four problems are interrelated. 
Currently, prices are too high on the market. The main 
reason is the stagnated development of agriculture, poor 
V 
economic returns of state-owned enterprises and the 
excessive investment scale. It goes without saying that 
it also has something to do with the lack of the standard 
order and improvement of the legal system in the course 
of transition from the old to the new system. 
Looking forward to 1995, on the basis of the 
economic growth for three years in succession, it is 
possible that the Chinese national economy may witness a 
18 
trend of stable drop. However, it is expected that the 
national economy will still develop at a fast rate. The 
trend of price hikes will weaken on the market and the 
rate will be lower than that of this year. But it is 
still a high rate. The continued improvement of the 
economic situation depends on various favorable factors, 
the change of various unfavorable factors and the 
orientation of the macro policies. 
With regard to the favorable factors, first, the 
enthusiasm of various localities and departments for 
"grasping opportunities and seeking development" is still 
high and the inherent expanding force for the economic 
growth is still strong. Second, in recent years, a large 
number of key construction projects have been completed 
and gone into operation. The relative liberalized 
environment of energy and raw materials supply will be 
the material basis for supporting the rapid economic 
development next year. Third, centered on reform of 
enterprises next year, the further improvement and pro-
motion of other auxiliary reforms will inject new vigor 
into the economic development. Fourth, the scope of • 
China's opening to the outside world and exchanges with 
other countries will expand. The increase in foreign 
exchange reserves and the economic recovery of major 
developed countries in the West will create favorable 
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conditions for China to make use of international funds, 
technology and markets and promote the sustained and 
rapid development of its national economy. 
There are also some unfavorable factors in the 
country. First, the growth of prices is too high. In 
order to restrain price hikes and bring it into the scope 
which can be universally accepted by the public, it is 
necessary to continue to implement a tight monetary 
policy and sacrifice a certain growth rate. Second, the 
agricultural production has not extricated itself from 
the practice of depending on the heaven . Many localities 
suffered from agricultural losses this year. Major farm 
produce will be in tight supply. All this will bring an 
unfavorable impact on various sectors of the economic 
life. The difficult operation and production situation of 
state-owned enterprises can hardly be improved in the 
near future and some new contradictions will surface in 
the enterprise reform. 
1995 will not be a year of deflationary catharsis, 
but it can be one that breeds optimism. So long as 
inflation is pointed downward, the world should accept 
that China will once again miss its forecasts (See 
Appendix 8). 、、It's the trend that counts. That's the most 
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important thing now,‘ says an official of a multilateral 
finical institution in the capital. 
Consumer Goods Market Environment 
China's retail market, currently estimated at about 
$200 billion a year, is expected to triple by the year 
2000 (See Appendix 9) . While the experts may disagree 
over how many Chinese are wealth enough to buy consumer 
products, several important points are clear. First, 
rapid growth in wage rates is bringing more Chinese into 
the consumer pool. Second, since most Chinese currently 
spend only about 13 percent of their incomes on rent, 
education, and medical and welfare payments, many have 
substantial quantities of disposable income. High 
inflation rates are also encouraging purchases of 
consumer durable (See Appendix 10 and 11). 
Since the beginning of 1994, total volume of retail 
sales has maintained a fairly high growth rate in China. 
No weak saturation has occurred in the overall framework 
of consumer goods. 
First, consumption maintained a high growth rate. 
Compared with the same period 1993, between January and 
September 1994, wages paid by banks and other individual 
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expenditures rose by 41.3 percent. The monthly per capita • 
income of urban residents was up by 33 percent, while the 
per-capita income of rural people rose by 34 percent. 
Allowing for price rises, the figures registered rises of 
6.8 percent and 10 percent respectively, or surpassing 
the growth rate of same period 1993. Judging from 
investment requirement, during the during the period of 
first nine months 1994, investments of state-owned units 
in fixed assets rose by 43.4 percent. as compelled with 
tile corresponding period last year. The rapid growth of 
requirement has offered vigorous purchasing potentials 
for the market. 
Second, the growth rate of total social volume of 
retail sales constantly accelerated. In the first nine 
months of this year, China's total social volume of 
retail sales stood at 1,112.2 billion yuan, a rise of 
28.3 percent over the same period last year. Allowing for 
price rinses, the actual growth rate was 6.1 percent. The 
growth rate for September was 36.4 per-cent. Allowing for 
price rises, the sales volume of the quantity of goods 
produced came to 9.5 percent, showing an upward trend. • 
Third, market prices continued to pick up on the 
basis of the high level last year. Between January and 
August 1994, retail sales of commodities rose by 20.9 
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percent as compared with that of last year's same period. 
Of them, retail sales prices of commodities in urban 
areas upped by 20.4 percent over the same period last 
year, while the figure for the rural areas was 21.5 
percent, or 1.1 percentage point higher than that of 
urban areas. 
In China's apparel market, brand names matter. 
Customers have for too long been unable to tell what 
quality they were buying. Now -leaving aside the thorny 
matter of fakes - they have both a choice, and a measure 
of security provided by the many branded products 
available. Chinese customers have demonstrated they are 
discriminating and sophisticated in their awareness of 
brand names. That much is clear. 
Western trade officials and commercial bodies in 
Beijing and Hong Kong all point to a wider change now 
taking place in China's treatment of foreign investors 
not related to tax and tariff reform. Rather, it is based 
on the fact that China has more foreign investment than 
it can comfortably absorb and some types of investment, • 
mainly in property and fixed assets, are fueling 
inflation. High rates of investment and a greater number 
of larger projects are enabling the government to be more 
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selective in the types of business they encourage now 
than in the past. 
Some inland cities are now able to offer the same or 
nearly the same investment incentives as the SEZs, ETDZs, 
or coastal cities. In some inland cities, local 
government have been given broad discretionary authority 
to enact legislation to encourage foreign investment. 
Beijing announced in April 1994 that the three 
specialized banks would priorities loans and allocations 
of funds to the interior. Currently, only a short list of 
inland cities are allowed to offer the same preferential 
tax incentives of the SEZs and 14 coastal cities. Lanzhou 
is one in the list. Establishing new ventures in the 
interior can provide a ground-floor opportunity for 
production-oriented enterprises that utilize low-cost 
labor and locally available inputs - such as agricultural 




Goldlion Holding Limited 
Introduction 
The Group is principally engaged in the marketing 
and distribution of men's apparel and accessories which 
are sold primarily under the Goldlion brand name. The 
Group's product range comprises ties and related 
products, garments, leather goods, and menswear 
accessories. The Group also manufactures ties and certain 
related products, some of its tie materials and the 
majority of it leather goods in Hong Kong and the PRC. 
The corporate structure is shown in Appendix 12. 
The Group has established an extensive regional 
distribution network for its products in the PRC, Hong 
Kong, and Singapore. In certain other South East Asian 
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countries, its products are distributed through 
authorized distribution agents or by local wholesalers 
and retailers. The Group also markets certain of its 
products under Silverlion, Vangarie and other brand 
names. 
Business 
Brand Names and Products 
Goldlion is the most important brand name of the 
Group and products sold under this brand name accounted 
for approximately 97 per cent. of the Group's sales in 
the year ended 31st March, 1992. The products marketed 
under the Goldlion brand name are targeted at the medium 
to high end of the market. These products comprise ties 
and related products (comprising neckties, bow ties, 
braces, scarves, cummerbunds and pocket handkerchiefs), 
garments (comprising business shirts, casual shirts and 
tuxedo shirts, T-shirts, suits, blazers, blouses, 
trousers, sweaters, socks and underwear), leather goods 
(comprising belts, wallets, long purses, key cases, 
handbags, briefcases and attach cases) and menswear 
accessories (comprising cufflinks, tie bars, tie pins, 
collar pins, key chains an dress studs). 
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The Group also manufactures ties bearing customers' 
corporate logos for leading banks, universities, airlines 
and corporations in PRC, Hong Kong, Singapore and other 
South East Asian countries. 
The Group also markets products under other brand 
names which are targeted at market segments below that 
targeted by the Goldlion brand name. Products under the 
Silverlion brand name comprise ties and leather belts 
which are sold exclusively in the PRC. Products under the 
VanGarie brand name comprise ties, leather belts wallets, 
key cases, cufflinks and tie bars which are sold in Hong 
Kong, Singapore and Malaysia. The products marketed under 
other brand names are mainly ties. 
Sales and Marketing 
In the PRC, Hong Kong and Singapore, the Group 
effects its sales mainly to wholesaler and retailer 
customers and through Goldlion counters within department 
stores. In Malaysia, Indonesia, Thailand and Taiwan, 
sales are made via locally appointed distribution agents. 
The Group also sells to wholesaler and retailer customers • 
in other territories such as Macau, Brunei, Australia and 
the Philippines. The success of the Group is also 
attributable to its pricing policy. 
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For the year 1994, garment sales contributed 40% to 
the Group's turnover, while ties and related products 
contributed 27%, leather goods 20%, and accessories 5% 
(See Appendix 13)• 
Manufacturing 
The Group's own manufacturing operations are based 
in Hong and the PRC. The Group produces, mainly under its 
own brand names, ties and certain related products, some 
of its tie materials and the majority of its leather 
goods. The rest of the Group's product range are supplied 
by sub-contractors. The manufacturing of all the garments 
sold by the Group is sub-contracted to outside 
manufacturers. The majority of the leather goods sold by 
the Group in the year ended 31st March, 1992 was 
manufactured by San Raphael in Tokwawan, Hong Kong and By 
Goldlion China in Meizhou, Guangdong. All of the Group's 
menswear accessories are sourced from outside 
manufacturers. 
Performance 
The Group's consolidated turnover for the year 1994 
amounted to $813,487,000, representing an increase of 
21.7¾ over the previous year. The Group's consolidated 
earnings were $150,299,000 representing an increase of 
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5.5% when compared with last year's corresponding figure 
prepared on a full year pro forma basis, after excluding 
the effects of the exceptional items. (See Appendix 14) 
The sales in the PRC for the year 1994 represents 
approximately 61% of the year's total consolidated 
turnover (See Appendix 14) • The number of retailing 
outlets in the PRC carrying the Group's products now 
exceeds 660 (See Appendix 15) . Included in this figure 
are 33 Goldlion specialty stores which sell exclusively 
Goldlion products. Of these 33 shops, 3 are operated by 
the Group while the remaining 30 are operated by others 
under the Group's license. Goldlion expects the total 
number of outlets to increase from the current number of 
more than 660 to a target number of 1000 after two years. 
Owing to depreciation of the RMB in the year ended 
March 1994, the RMB rate in the Swap Centre was further 
adjusted downward. As a result the contribution from the 
Group's China business of the People's Republic of China 
(、、PRC") as measured in Hong Kong dollars in the Group's 
consolidated accounts was adversely affected, thus 
resulting in an easing of the growth of the consolidated • 
turnover. 
In addition, the Group had to shoulder the financing 
cost for the acquisition of the new headquarters 
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building, the Goldlion Holdings Centre, as well as 
interest payments on the convertible bonds. These 
external and internal factors all contributed to a lower 
net margin in the second half of the year under review. 
Strengths 
Strong Brand Name 
Goldlion is a strong brand name. According to a 
survey conducted by the Guangdong TV station, Goldlion is 
currently the second most famous brand name in the 
Guangdong Province. 
Good Guanxi 
Mr. Tsang is a member of The Hong Kong Advisory 
Group of the PRC, the honorary treasurer of The Chinese 
General Chamber of Commerce, Hong Kong, a deputy of the 
National People's Congress of the PRC, and a committee 
member of a number of other trade associations in both 
the PRC and Hong Kong. He has extensive connection with 
Chinese government officials. 
Extensive Distribution Network 
The Goldlion Group has well-developed Goldlion 
counters in department stores, friendship stores, duty 
free shops and other retail establishments. Currently, 
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the number of counters that Goldlion occupies is the 
highest amongst all foreign brand names. This well-
established distribution network is the main weapon with 
which Goldlion can sustain a competitive advantage 
against their competitors. 
Market Power 
Because Goldlion has become one of the most famous 
foreign brand names in Mainland China, their bargaining 
power has increased immensely. Goldlion's demands on 
their customers are enviable: cash before delivery, no 
choice of colors or styles of items, no discounts, etc. 
Prospects 
Looking ahead, major strategies for the Group's 
future development are as follows: 
Increase Market Share 
The Group will further increase retail outlets in 
China. The Group intends to appoint regional distributors 
in each province so as to support markets created in • 
those newly prosperous cities not served by the present 
distribution network. 
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The Group is planning the opening of a joint venture 
department store in Shenyang in which its counter will 
support the local Goldlion retail operations as well as a 
wholesale centre for the North-Eastern part of China. 
The Group is also interested in the development of 
new markets for its products. The operation of the 
Group's European office began in April, 1993. The office 
has been active in planning to introduce Goldlion 
products to the European market. 
Strengthen Marketing Effectiveness 
Efforts will be made to further increase the quality 
of advertisements by introducing more innovative ideas in 
advertising programmes. 
Minimize Costs and Increase Profit Margin 
In order to satisfy the anticipated increase in 
demand for the Group's products, especially in the PRC 
market, the Group presently intends to increase its 
production capacity significantly. The Group also will 
negotiate with some of its existing suppliers to move • 
their production facilities to its Meizhou industrial 




The Group will consider diversifying into areas 
other than its core businesses. To realize more fully the 
potential of the Goldlion brand name, the Group presently 
intends to extend its existing product range on a 
selective basis. New products will be introduced 
according to market demands and potentials. The group 
intends to add men's leather jackets and coats to its 
existing men's garment collection in the winter of 1994. 
In addition it will consider taking an investment in 
good quality conunercial building for department store 
joint venture operations. The Group will also consider 
low risk property investment projects with high return 
potential to implement its business diversification plans 
and to strengthen its profit base. 
Forever Attempt Limited 
Introduction 
The company was born in Hong Kong on October 1990 
with leather as its main product line (See Appendix 16). 
It is mainly into the purchase and sale of raw skin, 
leather, local and foreign, and leather products. It has 
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set-up three leather processing factories in China, two 
in the northern part where sheepskin is abundant and 
local market demand is high and one in Shenzhen where 
garments are sewn and sent to the head office in Hong 
Kong for abroad. Aside from this line of business, it is 
also involved in the sale of stone slabs for use in 
construction and general trading. Its business interest 
are in China, Hong Kong and the latest addition is the 
company in Myanmar. 
Lines of Business 
• Sale of wet-blue leather, finished leather & leather 
gar abroad and China. 
• Export of stone slabs 
• Construction and decoration 
• General-trading 
China has abundant raw materials but lack the 
necessary technology, skill and management style to make 
it big in the domestic as well as in international 
market. Thus, the company brought in technicians from 
abroad, Italian expert leather tanners and Japanese cargo 
forwarders. 
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Initial steps are being made to link the business 
interest in China and Japan. With the technology of Japan 
and the abundant resources and cheap labor of China, the 
company is positive that it can create a place for 
ourselves in the huge Chinese market and also in the 
international market. After four years of being in the 
business, a foundation has been made on solid grounds. 
Business 
Forever Attempt Limited 
The holding company is based in Hong Kong. It serves 
as the control center for all the different factories in 
China. All transactions for import and export are coursed 
through Hong Kong. It receives orders from clients, local 
and foreign, final packing and shipping of leather 
garments are also done here. It is also responsible for 
the purchase of leather, accessories and other raw 
materials. The company carries the following brands: 
Legenda, Civediamo and Cap Riccio with Japan as the main 
market. 
The Shenzhen 999 Ryuji Leather Products Company Ltd. 
The company is a joint-venture formed by forever 
Attempt Limited, 999 Group of Company and 999 Import and 
Export Company. The company imports leather materials 
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from France, Italy and the United Kingdom. Currently, the 
leather materials are cut and sewn into garments, undergo 
quality control, then sent to Hong Kong where is 
undergoes final quality control before being exported. 
This factory has all the modern facilities for sewing 
leather garments. Currently, it has around eighty three 
staff with a monthly capacity of 3.500 pieces of finish 
garments. 
Ryuj i Enterprise Company Limited 
The company was created to form a joint-venture with 
a company in Hebei. The joint-venture factory - Hebei 
Longzhi Leather Products Company Ltd., which is going to 
be operational soon, stands in a 64,800 square meters lot 
complete with facilities for tanning raw sheepskin into 
finished leather material. It is capable of processing 
raw sheepskin to finish leather material. 
The demand for leather products of the local Chinese 
market is very great that with it alone the business is 
very profitable. It is for this reason that this factory 
was established here. Another reason is its proximity to • 
Tin j in, a very busy export point. This is in 
anticipation for direct export when productivity shall 
have been maximized. 
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Holy Fine Limited 
It is another company created to formed joint-
venture in Lanzhou. The joint-venture - Gansu Ryuji 
Leather Products Company Ltd., Is located at the Lanzhou 
friendship hotel and serves as the administrative office 
where all aspects of the factory's operations are being 
controlled. 
The leather tanning factory located south of 
Lanzhou, was inaugurated may 1993. It has a total land 
area of two thousand five hundred (2,500) square meters. 
It is leased from the local government for a period of 
fifty years. machinery bought from abroad were set-up and 
production started in May 1994. 
The production capacity of the Lanzhou factory is 
ten to fifteen thousand sheets of wet-blue skin \ crust 
per month from raw sheepskin and cowskin. The finished 
product is either sold directly abroad or brought to 
Hebei for further processing (See Appendix 17). 
Strengths • 
Located on the northern part of mainland China is 
the province of Gansu whose capital city is Lanzhou. It 
is cold and sheep are in abundance making it an ideal 
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place for a leather tanning center. This means 
convenience in terms of gathering of raw materials and 
transportation, not to mention the low labor cost. With 
the company's good relationship with the local government 
officials and of course with enough capitalization, it is 
not difficult to capture and control the entire raw 
sheepskin supply and its price in Gansu as with as the 
neighboring provinces. 
These different factories were built with a self-
supporting network in mind. The network starts with 
gathering of raw sheepskin in Lanzhou, where it undergoes 
processing up to the wet-blue stage. After which , it 
will be sent to Hebei for further processing to create 
finished leather. Then, it will be forwarded to Shenzhen 
where it is made into leather garments. By then, the 
Shenzhen factory does not have to import leather anymore. 
The entire system will be like an assembly line where it 
is changed each stage until it becomes a finished leather 
product. 
By that time, all the factories shall have maximized • 
its capacity and can supply not only leather garments but 
also finished leather, bags, shoes, belts, wallets, 
furniture and other articles to the big Chinese market 
and also the international market. 
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Prospects 
The business of the company in China does not stop 
here. The Sino-transportation Company in Gansu has given 
the company the authority to act as its sole agent. Since 
the Sino-Trans. Co. is the only cargo transport company 
authorized by the Chinese government, all cargo transport 
out of the province of Gansu has to be coursed through 
them. Being its sole agent would mean that all cargoes 
going out of Gansu would be sourced through the company. 
Gansu has very _ abundant agricultural products but due to 
lack of transportation facilities, most of the harvest 
are left to rot when it can be sold to the nearby 
provinces. With the abundant agriculture product of the 
province and its demand by the other provinces, cargo 
transport is another area of consideration. 
The company strongly believe that there is a lot of 
room for it to prosper considering the vastness of the 
market for leather and leather products. However, enough 
financial and human resources are needed to be able to ‘ 
supply the market which unfortunately leave a lot to be 
desired. The demand of the market in China alone is big 
enough to be able to earn a good profit. After very 
careful consideration and reviewing the capacity of the 
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company's resources, the company decided to shift its 
resources to Myanmar where a small capitalist can survive 




After reviewing the environmental factors, market 
situation and both companies, the Company's goals and 
strategies are evaluated in the content of a acquisition 
deal below. The evaluation is divided into three parts. 
The first section discusses the external issues, followed 
by the Company's internal issues. Finally, the deal will 
be evaluated. 
External Issues 
In the following sections, some external issues 
which are relevant to Goldlion's goals and strategies, 
such as poor infrastructure, changing purchase criteria, 
intensive competition and emergence of joint-venture 
department stores are evaluated. 
41 
Lack of infrastructure 
In China, however, there is a serious lack of 
transportation means including roads, inland waterways, 
railways, and coastal shipping. This lack of 
infrastructure greatly slows down Goldlion's expansion 
into inland provinces where large and pent-up demand 
exists. 
Changing Purchase Criteria 
A recent survey in Beijing and Shenyang indicated 
that the general public was now putting more emphasis on 
quality, practicability, price, and style, and putting 
less emphasis on characteristics such as brand name, 
uniqueness, and fashion, in their purchase criteria. As 
the Chinese market continues to open, and consumers 
become more informed and educated, they would place more 
emphasis on "Value for Money" products rather than being 
simply brand and image seekers. Goldlion's brand name is 




Competition comes both from local and foreign 
brands. Goldlion's different product lines are facing 
different levels of competition. Local brands, made from 
inferior raw materials and displaying poorer designs and 
cutting, mainly compete with Goldlion on price. 
Competition from other foreign brands is also serious. 
Goldlion concessionaire counters in department stores are 
accompanied by other foreign brands like Montagut, 
Noveli, Fortei, Pierre Cardin, Manhattan, etc. 
Emergence of Joint Venture (JV) Department Stores 
At present, Goldlion concessionaire counters are 
located in state-owned department stores. As the 
purchasing power of Chinese consumers improve in this 
decade, these stores, will no doubt, continue to 
experience a very satisfactory flow of customers. 
However, since these concessionaire counters only buy 
goods from Goldlion, and Goldlion does not have a say in 
their operations and management, the service standards in • 
these counters tend to be very poor. Products tend to be 
displayed in either glass cabinets, or behind the 
salesgirls. Moreover, the goods are often found tied up 
in plastic bags with elastic bands making it very 
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difficult for customers to examine the desired goods. 
Furthermore, the product knowledge of the salesgirls at 
these counters are considerably poorer than those in 
specialty stores. Besides, these attendants tend to 
approach customers directly, and lack the initiative to 
serve customers better. Last but not least, the 
decoration of the counters and the uniforms of the 
salesgirls differ greatly from one store to another. The 
recent appearance of JV department stores like Wings, 
Seibu, and Isetan, where the surroundings are more 
elegant, and the services provided, complete and 
hospitable will certainly attract more customer flow in 
the long run. They also reluctant to let Goldlion's 
products to be sold in their shops. 
To conclude above issues, Goldlion's market share is 
eroded by various parties and hindered from further 
expansion. 
Internal Issues 
Goldlion has two main internal concerns: Chinese “ 
family owned and managed business syndrome and 、、We are 
invincible syndrome.“ 
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Chinese Family Owned and Managed Business Syndrome 
Like many of the large local business concerns which 
have cropped up so quickly in Asia in the last 20 to 30 
years, Goldlion suffers from the "Chinese family owned 
and managed business syndrome". This malady is 
characterized by an overwhelming dependence or reliance 
on the "patriarch". Hence, there is little in the way of 
a systematic approach to managing the Group's business, 
and any further expansion of only serves to put further 
strain to the Group's limited financial and managerial 
resources. . 
Goldlion is still run today like the original small 
home-based tie manufacturing operation of Mr. Tsang and 
his wife in 1968. As a result, the Group over-depends on 
"the Big Boss", with systematic management altogether 
missing so that at best, their PRC operations could be 
described as ad hoc. The "Chinese family Owned and 
managed business syndrome" can classified under the 
issues of: operations, and planning & control. 
Operations 
There is no mechanism in place to systematically co-
ordinate customers' orders with Goldlion's production 
facilities and subcontractors. Hence, the following 
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dysfunctional and suboptimizing activities occur on a 
frequent basis: 
• Goldlion underproduces and cannot meet the quantities 
demanded by their customers; 
• Their customers order at completely unpredictable times 
and at an ad hoc basis so that rush orders, which 
frustrate all parties involved, are the norm; 
• Items and orders cannot get to their customers on time 
causing many sales opportunities to be .forfeited (i.e. 
getting seasonal items to customers in time to meet the 
demand in the appropriate seasons); 
• Production of items in ratios unreflective of demand 
causing stock-outs on "hot" items, and inventory build-
up on slower-moving ones； etc. 
As a' result, it is estimated that Goldlion may be 
losing HK$10 to HK$20 million of business every month. 
Planning and Control 
The firms‘ planning environment is blatantly 
inadequate. Goldlion does not require their individual 
customers to estimate their annual or even seasonal 
orders on a regular basis for production planning 
purposes. Furthermore, the company does not 
systematically estimate these figures themselves through 
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their sales staff. And, because the Group consistently 
underproduces and produces in suboptimal ratios of 
individual items, basing next year's production on last 
year's sales serves as a poor estimation. As a result, 
Goldlion's business may be seriously underutilizing their 
scarce resources, incurring unnecessary costs, and 
ultimately, undermining profits. 
The company's aggressive expansionary scheme with no 
sales planning and many capacity problems, seems to be 
lacking of sense. In truth, the Goldlion group is 
spreading themselves too thin, resulting in poor 
accounts-servicing. Therefore, if Goldlion is 
aggressively attacked at any point in their distribution 
by competitors who have the resources to concentrate 
their attack, the company would be helpless to fight 
back. Goldlion's expansionary scheme should be backed by 
careful planning rather than the fancies of an 
inspirational leader. 
"We Are Invincible Syndrome” 
Being historically "the first brand in the market" 
and with "no competition", Goldlion has what could be 
called the "we are invincible syndrome“, often found in 
historically-established market leaders. This 
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indisposition is characterized by two peculiarities: a 
nostalgic sense of complacency and an egocentric bias in 
perception. 
A Nostalgic Sense of Complacency 
Having been the market leader for so long in the 
area of menswear ties and accessories in the PRC, 
Goldlion has become very complacent. The Group is now 
simply "resting upon their laurels", that is, the laurels 
left behind by their founder, Mr. Tsang. In this company 
there is the essence of a cult-like following, a worship 
of "the Big Bpss". As a result, when questioned about 
some inefficiencies in their operations, there is a 
rather uncanny acceptance of these to be the norm. We 
can certainly see this danger in the company's attitude 
towards customer service: 
An outsider, if he were to walk into one of our 
stores or counters, would probably be shocked. Our 
sales girls will not smile and ask to serve you. 
In fact, they would like it better if no customers 
walked towards their counter at all... But, you 
have to understand, that is how people are like in 
the PRC... Sales girls do not feel comfortable 
saying "Thank you" to customers, and customers, in 
turn, do not feel comfortable being addressed... 
As for service towards their individual accounts, 
Goldlion also displays this same complacency: 
Each year, we cannot meet the orders of our 
customers so we have to ration out items... But, 
we do not do sales planning, so it is hard to 
produce in the right quantities. However, soon 
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are Meizhou industrial complex will o p e n . " and so 
our problems will be solved... 
Increasing capacity will not make their accounts 
servicing problems go away. The Group's primary problem 
is not one of capacity but one of lack of sales planning, 
and inattention to their customers‘ needs. In fact, we 
discover: 
Our "Big Boss" does not believe in marketing. We 
do not have a marketing department in our company. 
We have found that advertising has worked in the 
past, and so we continue to do more advertising... 
Their lack of market and customer focus and 
inattention to. inefficiencies may have been okay in the 
past, but, if market-driven competitors with 
sophisticated JIT systems and outstanding accounts and 
customer service enter Goldlion's arena, there is no 
guarantee the Group will continue their so far, 
outstanding performance. To deal with the new 
opportunities and threats in the PRC's changing 
environment, Goldlion cannot, in the long run, just 
blindly follow the proverbial maxim of "What has worked 
in the past will continue to work in the future". 
An Egocentric Bias in Perception 
Having been the first and only player in the PRC 
retailing market of menswear ties and accessories for a 
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large number of years, Goldlion has developed an 
egocentric perception of their position in the PRC: 
We don't have any competitors. We were the first 
one in the market, and it would be very difficult 
for any brand to compete against us. . . As for 
Italian and other foreign brands, they are not 
competing against us... the PRC market is so large 
that no brand can take it all, we would just be 
exploring the market together, that's all. 
To conclude above issues, the Company is like a 
racehorse with blinders at the side of its head galloping 
forward at a regular pace, driven by an- ambitious, but 
perhaps, illusioned driver; they do not see the threats 
rushing out at the sides, nor do they see the competition 
and their customers accelerating from behind, closing the 
gap and beginning to overtake them. 
The Acquisition Deal 
From the company profile of both companies, we know 
that they are in a similar industry - apparel. This 
already lays down a good foundation for the deal. Next, 
we will evaluate how the acquisition deal contribute to 
the Company's goal - profitability. 
Goldlion will increase market share by adding more 
retail outlets in newly prosperous cities. However, 
Forever Attempt Limited (FAL) does not have a strong 
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presence in PRC market. It has only a few retail outlets 
in Beijing and Tinjing where Goldlion already has many 
outlets. Therefore, FAL's existing outlets do not have 
much help on this aspect. 
Buying competitor can also increase market share. 
FAL's products does not duplicate with Goldlion's long-
existed products. There is no immediate increase for 
Goldlion's products. However, Goldlion is launching new 
product - leather garment which is FAL's main final 
product. FAL already captures a portion of market share 
in PRC market., As a result of the acquisition, the 
Group's overall market share of leather garment will 
increase. 
Goldlion also increase global market share by 
exploring new market. Goldlion is planning to introduce 
its products to the European market. However, Goldlion 
lacks marketing experience except in the Chinese-
dominated market. On the other hand, FAL is selling its 
products in Japan. FAL's international experience may 
contribute to the success of Goldlion's venture into 
international market. Whether Goldlion can successfully 
transfer FAL's experience and integrate the operate 
depends on the management capability of Goldlion which 
one can doubt about it after the above evaluation. 
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FAL's staff is trained in a western style of doing 
fashion business. Their sense about fashion is much more 
in line with leading fashion producers in the world. This 
can be reflected from their brand name and fashion 
design. They definitely will bring in innovative ideas in 
advertising to Goldlion. However, whether they work 
equally well in Goldlion's environment is in doubt. 
Goldlion want to bring its existing suppliers to 
move their production facilities to its Meizhou 
industrial centre. This may not be possible for not only 
FAL, but also other suppliers. FAL already set up three 
production factories in different region of China, but 
none in Meizhou. Moving equipment across several 
provinces is no without difficulties. Transportation cost 
of raw material and labor cost may also be negative 
factors. In fact, FAL's production facilities are located 
in good strategic locations. Lanzhou factory is located 
in a region where raw materials and unskilled labor are 
abundant. Hebei factory is located in a port city to 
facilitate export. While Shenzhen factory can utilize the ‘ 
skill labor in making fashion in that region. 
Goldlion will introduce new products on selective 
basis according to market demands and potentials. FAL can 
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definitely provide an opportunity. FAL also produces 
leather and leather materials. Demand for leather 
materials for use in the manufacture of shoes, handbags, 
wallets, belts and other articles for fashion or for 
industrial use and garments are really big. Goldlion may 
consider not only use these material for its own 
production, but also capture the market for up-stream 
products. 
Moreover, FAL has other side businesses. Cargo 
transport has the highest potential for future 
development. F.or its own, cargo transport can be a 
profitable business in inland China where infrastructure 
is poor and mass of products are waiting for transport to 
coastal region. Setting up transportation capacity in 
inland region can also benefit Goldlion in future 
expansion of sales in these regions. 
To conclude the above evaluation, one can see that 
the acquisition does not contribute much to the existing 
core business then to increase its profitability. 
However, the acquisition can be a good investment if it ‘ 
is operated as a separate business to realize its own 
potential. On the other hand, any attempt to integrate 
the business into the Company's existing business may 




To conclude the study, Goldlion's market share as 
well as its profit is shirking. Leaded by an illusioned 
leader, the company has not developed a competent 
management to face the challenge of the 90‘s. 
The investment in the leather goods company does not 
solve many problems of the Company, and definitely cannot 
lead the Company to its ultimate goal - sustainable 
profitability. However, it is a good investment 
opportunity on its own. 
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APPENDIX 1 
OVERVIEW OF THE PEOPLE'S REPUBLIC OF CfflNA 
AREA AND POPULATION 
The PRC has a territory of approximately 9.6 million square kilometres (3.7 million 
square miles) and is the third largest country in the world in terms ofland area. 
The PRC, with a population at the end of 1992 of over 1.17 billion, is the most 
populous country in the world representing about one-fifth of the world's population. 
The average population density of the PRC is approximately 120 people per square 
kilometre but the population is unevenly distributed. The east is more densely 
populated, particularly in the nine eastern coastal provinces and municipalities which 
make up 31 per cent, of the total population while accounting for only approximately 9 
per cent, of the total land area. The western part of China is sparsely populated. 
Zinging, Tibet, Inner.Mongolia and Ningxia autonomous regions and Qinghai and 
Gansu provinces make up to about one-half of the total land area of China but only 6 
per cent, of the population with an average ofless than 20 people per square kilometre. 
China is becoming increasingly urbanised. In 1949，China's urban population accounted 
for only 11 per cent, of the total population. At the end of 1992, about 28 per cent, of 
the population (that is, approximately 320 million people), lived in the cities. Shanghai 
Municipality, with a population of approximately 13 million, is the largest city in the 
PRC. Chengdu has a population of approximately 9 million. 
POLITICAL OVERVEEW 
The PRC government is organised pursuant to the PRC Constitution, the most recent 
form of which was adopted by the National People's Congress (the "NPC") in 
December, 1982 and has been amended on a number of occasions, most recently in 
March, 1993. The structure consists of the NPC, which is the highest authority and 
law-making body under the PRC Constitution, and the State Council, which 
implements the PRC Constitution, laws and decisions made by the NPC. 
All State organs derive official authority from the NPC. The principal powers of the 
NPC include amending and enacting the PRC Constitution, promulgating and 
reviewing China's national laws and other regulations, appointing and removing the 
Premier and other members of the State Council, the Chairman of the Central Military 
Commission, the President of the Supreme People's Court, the Procurator General of 
the Supreme People's Procurate and the President and Vice-President of the PRC and 
approving State Plans and budgets. The NPC represents the highest level of State 
power. Delegates to the NPC are elected by tKe various provinces, autonomous 
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regions, municipalities and armed forces units and hold five year terms. The NPC 
meets annually with the Standing Committee of the NPC exercising State power when 
the NPC is not in session . 
While the NPC is the highest policy and law-making body, the State Council is the 
highest executive organ of the State. The Premier of the State Council is appointed by 
the NPC. The State Council is responsible for the supervision and co-ordination of all 
ministries and commissions at the State level, as well as all administrative agencies at 
the local level. It prepares and supervises the implementation of the State Plan and 
budget. There are 41 ministries and commissions together with the People's Bank of 
China which are currently under the authority of the State Council. 
Administratively, the PRC is divided into 23 provinces, three municipalities (Beijing, 
Shanghai and Tianjin, which report directly to the Central Government) and five 
autonomous regions (being Inner Mongolia, Guangxi, Ningxia, Xinjinag and Tibet). At 
the local level, administrative entities derive their authority from, and are accountable 
to, the People's Congresses at the provincial and municipal levels. 
ECONOMIC OVERVffiW 
Economic structure 
The PRC's economy currently comprises four major sectors: State-owned enterprises, 
collectively owned enterprises, individually-owned enterprises and other enterprises 
including enterprises with foreign capital. Although the proportion of industrial output 
attributable to State-owned enterprises has been decreasing, State-owned enterprises 
still play a leading role in the economy. In 1992, State-owned enterprises accounted 
for approximately 48 per cent, of the PRC's industrial output while enterprises owned 
by collectives and individuals accounted for approximately 38 per cent, and 7 per cent, 
respectively. 
The PRC government relies predominantly on State-owned enterprises for its 
revenues. These enterprises dominate major industrial sectors such as energy and raw 
materials, heavy industry, transport and communications. Because of their inefficiency 
and the large drain on the State budget from subsidies to them, there have been 
demands for State-owned enterprises to be placed under greater financial discipline. 
One of the goals of recent management and other reforms is to reduce State subsidies 
to loss-making State-owned enterprises so that they will assume greater responsibility 
for their own profits and losses. 
One of the important recent reforms has been the conversion of selected State-owned 
enterprises into limited liability shareholding companies, and the issue of shares to 
private (including employees) and public investors and listing some of them on the 
Shanghai Securities Exchange and the Shenzhen Stock Exchange, the two emerging 
stock markets in the PRC. ^ 
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Collectively-owned enterprises are mostly located in rural areas and concentrated in 
industries with lower demands for capital and technology or with greater consumer 
orientation. Collectively-owned enterprises are not subject to strict control, but are 
only under the guidance of the State Plan. This allows them more operational flexibility 
than State-owned enterprises, but entitles them to fewer State subsidies. In 1992, 
collectively-owned enterprises accounted for approximately 38 per cent, of total 
industrial output in the PRC. 
Individually-owned enterprises are typically family-run small businesses. 
Individually-owned and other enterprises generally engage in service industries or retail 
businesses and are not covered by the State Plan. 
The fastest growing sector of the economy is other enterprises including enterprises 
with foreign capital which accounted for 5.7 per cent, of the total industrial output in 
1991，representing an increase of approximately 50 per cent, over the 1990 figures. 
Economic development 
The development of the PRC's economy has been characterised by the adoption, since 
1953, of Five Year Pians. The implementation of the plans is carried out under the 
supervision of the State Planning Commission, which reports directly to the State 
Council. The eighth Five Year Plan for national, economic and social development for 
1991-1995, along with a ten-year programme which extends to 2000, was adopted on 
28th March. 1991 by the Standing Committee ofthe NPC. 
Included in both of these plans is an objective for the PRC to quadruple its gross 
national output from Rmb710 billion in 1980 to Rmb2,800 billion by the end of this 
century. This objective requires the country's output to grow at a compound annual 
rate of growth of about 6 per cent, in the- 1990s. From 1980 to 1990, the PRC had an 
average annual GNP growth rate of approximately 9 per cent. 
The plans also call for the establishment of an economic structure consistent with a 
socialist planned economy based on public ownership and market regulation. In 
addition, emphasis is placed on the further opening of the PRC to the outside world by 
expanding economic and technological exchanges with other countries. The plans also 
seek to relieve supply bottle-necks which have arisen from rapid growth during the 
1980s and to allocate resources to the priority areas of agriculture, energy, 
transportation, telecommunications and basic materials industries. 
During the fourteenth Party Congress held in Beijing in October, 1992, the Congress 
called for further restructuring of the economy from the original centrally-planned 
economy into a "socialist market economy" in which full rein should be given to 
market forces while the government should limit its role to setting and implementing 
broad macro-economic policies. 
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Economic reforms 
The PRC began implementing an economic reform programme in 1978 in an effort to 
revitalise the economy. Since that time, the PRC government's economic policies have 
allowed for an increasing degree of liberalisation from a centrally-planned economy to 
a more market-orientated economy. At both the fourteenth Party Congress held in 
October 1992 and the ninth session of the NPC held in March 1994, a "socialist market 
economy" was endorsed. As part of the economic reforms, managers of enterprises 
have been granted more decision-making powers and responsibilities in relation to 
matters such as production, marketing, use of funds and employment and disciplining 
ofstaff. 
The PRC government is also gradually relaxing many of its controls over product 
prices. Although some products are still controlled and distributed by the PRC 
government at planned prices, the range of products subject to planned prices has been 
substantially reduced, particularly in 1992 and the first half of 1993. Products which 
are not subject to the State Plan are generally sold at prices determined by market 
conditions. In addition, a State-owned enterprise which has fulfilled its production 
obligations under the State Plan may obtain additional raw materials and sell products 
overseas and domestically in excess of the State Plan at market prices. 
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The following table sets out major economic indicators of the PRC from 1988 to 1992: 
1988 1989 1990 1991 1992 
Gross national product % change (i) 11.3 4.4 4.1 8.2 13.0 
Agricultural output % change (i) 3.9 3.1 7.6 3.7 6.4 
Industrial output % change © 20.8 8.5 7.8 14.8 27.5 
Light industries 22.1 8.2 9.2 14.5 20.9 
Heavy industries 19.4 8.9 6.2 13.8 20.7 
Per capita GNP % change (i) 9.5 2.8 2.5 6.7 11.6 
Gross domestic investment %ofGNP(iii) 29.8 37.6 35.1 36.5 n/a 
Gross domestic savings % ofGNP (iii) 37.9 36.0 37.3 38.9 n/a 
Inflation rate % change in 
Retail 
PriceIndex(i) 18.5 17.8 2.1 2.9 5.4 
Gross industrial output value % change (i) 20.8 8.5 7.8 14.5 21.7 
Merchandise exports US$ billion (i) 47.5 52.5 62.1 71.8 85.0 
% change 20.5 10.6 18.2 15.8 18.2 
Merchandise imports US$ billion (i) 55.3 59.1 53.4 63.8 80.6 
% change 27.9 7.0 -9.8 19.6 26.4 
Trade balance “ US$ billion (i) -7.8 -6.6 8.8 8.1 4.4 
Current account balance US$ billion (ii) -3.8 -4.3 12.0 13.3 6.4 
% ofGNP (ii) -1.0 -1.0 3.2 3.6 n/a 
External debt US$ billion (iv)37.2 44.8 52.6 60.8 69.3 
Foreign currency reserve US$ billion (ii) 17.5 17.0 28.6 42.7 19.5 
Debt service ratio %(iv) 9.7 11.4 11.6 12.0 n/a 
Official Exchange Rate Rmbper US$3.722 4.722 5.222 5.434 5.752 
(end of year) • (ii) 
(i) State Statistical Bureau ofthe PRC China Statistical Yearbook 1993; 
(ii) International Monetary Fund, International Financial Statistics (Washington, D.C., 
January 1994); 
(iii) Asian Development Outlook 1990 & 1992; 
(iv) World Bank, World Debt Tables 1992-1993. 
As indicated in the table above, industrial output in the PRC has grown rapidly since 
1988. The last decade of economic reform has resulted in a great change in the PRC's 
industrial pattern. In the first three decades after 1949, the PRC placed great emphasis 
on heavy industry rather than light industry as a result of which the growth rate for 
heavy industry was consistently higher than that for light industry. In recent years 
growth in industrial output has become relatively balanced between light industry and 
heavy industry. -
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The PRC's economic reform has not been without problems. Rapid economic growth 
has been accompanied by macro-economic imbalances and high inflation, which led to 
a period of readjustment from the end of 1988. A comprehensive austerity programme 
was implemented with the primary goal of curbing inflation and cooling the overheated 
economy. Economic stabilisation was by and large attained and inflation was 
substantially reduced by the last quarter of 1989, although GNP growth also declined. 
In 1990，efforts were made to rejuvenate the economy by relaxing investment and 
credit controls. As a result, the Chinese economy staged a strong recovery in 1991, 
with a growth in GNP of8.2 per cent., and a GNP growth of 13.0 per cent, in 1992. A 
marked recovery in industrial output and continued strong export growth were both 
important factors contributing to this improvement. 
At present, the PRC is in another period of very fast economic development. However, 
there are economic problems being encountered mainly due to over-investment in fixed 
assets, expansive growth in the monetary supply, serious bottle-neck problems in 
transport infrastructure and excessive increases in the prices of some consumer goods 
and the costs of production. Commencing from the second half of 1993，the PRC 
implemented macro-economic and fiscal policies in an effort to control its overheated 
economy. The policies included raising interest rates, calling in speculative loans, 
cutting government expenditure and suspending some price reform measures. The 
challenge facing the PRC's economic planners is to ensure that the economy continues 
to grow, but that this growth takes place in a stable and non-inflationary environment. 
Foreign trade 
The PRC's foreign trade has grown rapidly since 1978 in both quantity and range. 
Trading partners now include about 170 countries and regions. From 1978 to 1992, 
the value oftotal trade grew from US$20.6 billion to US$165.6 billion. 
In 1992, the PRC's foreign trade yielded a trade surplus of US$4.4 billion. Exports 
reached US$85.0 billion, representing an increase of 18.3 per cent, over that of 1991， 
and imports reached US$80.6 billion, representing an increase of 26.4 per cent, over 
thatofl991. 
The PRC currently enjoys Most Favoured Nation ("MFN") trading status with the 
United States which is subject to renewal on an annual basis. The PRC's MFN status 
means that the PRC maintains those trading privileges enjoyed by all normal trading 
partners of the United States. The PRC has retained MFN privileges since 1980. On 
27th May, 1994, US President Bill Clinton unconditionally renewed the PRC's MFN 
status for another year. 
Foreign investment 
Since the introduction of the economic reform programme in 1978, the PRC 
government has actively encouraged foreign investment in China. In 1992 China 
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approved foreign-funded projects with contracted investment standing at US$58.1 
billion, which represents a 3.9 fold increase over the 1991 figures. 
The PRC government has successfiilly implemented a number of policies to stimulate 
foreign investment, most notably the incentives associated with investment in 
designated special cities and areas. The government has also begun leasing land on a 
long-term basis of up to 70 years in designated areas, including the special economic 
zones. 
By 1992, over 84,000 foreign-funded enterprises were approved by the Chinese 
authorities. The aggregate value of foreign investment projects was estimated to be 
US$170 billion. 
LEGAL SYSTEM 
The legal system of the PRC is based on written laws and reflations. Decided court 
cases have no binding effect, although such cases are cited by courts for the purposes 
ofjudicial reference and guidance. 
As stated above, the NPC (or its Standing Committee) is responsible for enacting 
national laws in the PRC The State Council formulates and promulgates administrative 
regulations, orders and directives in accordance with the PRC Constitution and 
existing laws. The ministries and commissions under the State Council and the People's 
Bank of China are vested with the power to issue orders, directives and regulations 
within the scope of their respective authorities. The local People's Congresses have 
power to promulgate rules and regulations which are effective only within the relevant 
provinces and municipalities. However, such local rules and regulations shall not be in 
conflict with the constitutions and the national laws. 
Although the PRC is still in the course of developing a comprehensive system of laws, 
it has promulgated a series of laws and regulations principally on various economic 
matters and foreign investment in the PRC since the adoption of the economic reforms 
in 1978. Such laws and regulations mainly deal with foreign investments in the PRC, 
taxation, foreign trade, economic contracts between PRC entities and foreign parties, 
technology transfer and the protection of certain intellectual property rights. The PRC 
Constitution was amended in December 1982 to permit investment by foreign entities 
and individuals in the PRC and to guarantee protection of the lawful rights and 
interests of foreign investors in the PRC. 
In recent years, since the endorsement of the "socialist market economy", the PRC has 
enacted a series oflaws and regulations dealing with the conversion ofPRC enterprises 
into trial shareholding enterprises, problems relating to the accounting, taxation and 
management of State assets and land related to such enterprises, the issuance and 
trading ofRenminbi and special Renminbi-denominated shares and the operation of the 
two stock exchanges in the PRC. 
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Source: Placing and New Issue Prospectus, Chengdu 




Aisa's 50 most acquisitive companies in 1988-1992 
Rank Investor Name/Country BusinessofInvestor Target Name/Country Target Business 
1 Citic/China Holding company Hang Chong Trading and property 
Investment Co./Hong investment 
Kong • 
Hong Kong Telecommunications 
Telecommunications 
Ltd./Hong Kong 
Tylfull Company Holding company 
Ltd./Hong Kong 
2 National Australia Banking Bank of New Commercial bank 
Banky^Australia Zealand/New Zealand 
3 Asahi Breweries Brewing, food, Elders DflL Brewing, food 
Ltd./Japan chemicals Ltd./AustraIia 
4 Lion Nathan Ltd./new Brewing National Brewing Brewing 
Zealand Holdings Ltd./Australia 
5 Suntory Ltd./Japan Alcohol, food, The Wine Company Wine 
pharmaceuticals Pty. Ltd./Australia 
Cerebos Pacific Food, restaurants 
Ltd./Singapore 
6 China National Airline Cathay Pacific Airways Airline 
Aviation Corp./China Ltd./Hong Kong 
Hong Kong Air Cargo Air terminal 
Terminals Ltd./Hong operators 
Kong 
7 China Travel Service Travel, tourism, real Cathay Pacific Airways Airline 
Ltd./China estate, investments Ltd./Hong Kong 
and trading 
8 Jardine Matheson Food, hotels, Cold Storage Holdings food retailing 
Holdings Ltd./Hong property, transport, Ltd./Singapore 
Kong finance and trading 
Cycle & carriage Automobile 
Ltd./Singapore distributor 
9 China Resources Import, export and Lippo Group/Indonesia Holding company 
(Holdings) Co./China holding company 
Comitex Holdings Garment maker 
Ltd./Hong Kong 
Hong Kong Freight terminal 
International Terminals operator 
Group/Hong Kong 
10 China Merchants Shipping, property, Modern Terminals Freight terminal 
Holdings Co./China finance, travel Ltd./Hong Kong operator 
11 First Pacific Co./Hong Banking, marketing, Thai Glass Industries Glassmaker 
Kong communications and Ltd7Thailand 
real estate 
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P.T. Darya-Varia Pharmaceuticals 
Laboratoria/Indonesia 
Imagineering Computer distribution 
/Australia 
12 Hong Leong Investment holding Hang Lung Bank Banking 
GroupMalaysia company Ltd./Hong Kong 
First Capital Real estate developer 
corp./Singapore 
13 Salim Group/Indonesia Holding company United Industrial Diversified industrial 
Corp./Singapore holdings 
Lamipak plastic Packaging 
Manufacturer Pte. Ltd. 
Gold Coin Singapore Livestock feed 
Pte. Ltd./Singapore production 
14 China Strategic Investment holding Hangzhou Zhongee Tire maker 
Investment Ltd./Hong company, restaurant Rubber Co./China 
Kong operator 
Ningbo Zhonghua Packaging, paper 
Paper Co./China maker 
Quanzhou CSI Various 
(Holdings) co./China 
15 Edaran Otomobil Automobile Cycle & Carriage Automobile 
nasional Bhd.Malaysia distributor Ltd./Singapore distributor 
16 Lippo GroupAndonesia Diversified Morning Star Holdings Travel, tourism 
Ltd./Hong Kong 
Asia Securities Securities 
International Ltd./Hong 
Kong 
Public Finance HK Finance 
Ltd./Hong Kong 
17 Cheung Kong Investment, property Lippo GroupAndonesia Holding company 
(Holdings) ‘ Ltd./Hong and holding company 
Kong 
The Hong Leong Holding company 
GroupMalaysia 
Kumagai Gumi Construction 
Co./Japan 
18 Foodland Associated Food, brewing, Magnum Corp./New Brewing/retailing 
Ltd./Australia merchandise Zealand 
distributor 
19 Far Eastern Textile Fiber and textiles Filsyn corp./Philippines Synthetic fiber maker 
Ltd.ATaiwan 
20 Goodman Fielder Food production, Cold Storage Holdings Food processing 
Wattie Ltd./Australia distribution Ltd./Singapore 
21 Nissan Motor Automobile maker Siam Nissan Vehicle sales, part 
Co./Japan Automobile Co; and maker 
Siam Motors & Nissan 
C o m a i l a n d 
22 Toyo Menka Kaisha Diversified trading Oakbridge Coal mining and 
Ltd./Japan Ltd./Australia marketing 
23 Nippon Oil Co./Japan "OH Oakbridge Coal mining and 
Ltd./Australia marketing 
" ^ Fujian Enterprises Trading, property. Allied Group" Investment and 
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Corp./china shipping, tourism and Ltd./Hong Kong holding company 
finance 
Evergo International Real estate developer, 
Holdings Co./Hong trading, holding 
Kong company 
25 Effi International Real estate Bond University 
Corp./Japan development University/Australia 
26 Development Bank of Banking Wing Lung Bank/Hong Banking 
Singapore/Singapore Kong 
Prudential Asia Capital Finance, venture 
Ltd./Hong Kong capital 
27 Dai-ichi Mutual Life Life insurance, Hong Kong and Banking 
Insurance Co./Japan financial services Shanghai Banking 
Group.i^ong Kong 
28 The Broken Hill Steel, oil, minerals New Zealand Steel 
Proprietary Steeimew Zealand 
co./Australia 




30 Shenzhen Electronics Electronics Santai Manufacturing Electronics 
Group/China Ltd./Hong Kong 
31 Oji Paper Co./Japan Paper products Carter Oji Kokusaku Pulp and lumber 
Pan Pacific Ltd./New 
Zealand 
32 Grande Holdings Investment holding Sansui Electric Consumer electronics 
Ltd./Hong Kong company Co./Japan 
33 Meiji Mutual Life Life insurance Hong Kong and Banking 
Insurance Co./Japan Shanghai Banking 
Group./Hong Kong 
34 Dai Nippon printing Printing Tien Wah Press Pte. Printing 
Co./Japan Ltd./Singapore 
35 San Miguel Brewing, foodstuff PT Delta Brewing 
Corp./Philippines DjakartaAndonesia 
36 Yung Pui Co./Hong N/A Cycle & Carri^e Automobile 
Kong Ltd./Singapore distributor 
37 Honda Motor Co./Japan Automobile New Zealand Motor Automobile 
manufacturer Corp./New Zealand manufacturer and 
distributor 
38 Idhihara Sangyo Chemicals Revensthorpe~~Mining Minerals 
Kaisha Ltd./Japan and Investment Pty. 
Ltd./Australia 
39 Semi-Tech (Global) Diversified Sansui Electronics co. Consumer electronics 
Ltd./Hong Kong electronics and Ltd./Japan 
retailing 
40 Nippon meat Packers Processed meat Metro Quality Foods Meat processor 
Inc./Japan products Pty. Ltd./Australia 
41 Sumitomo Corp./Japan General trading D. L. properties Pte. Property development 
Ltd./Singapore 
42 Idemitsu Kosan oil, petrochemicals Idemitsu Boggabri Coal Coal mining 
Co./Japan Pty. Itd./Australia 
Idemitsu Queensland Coal mining 
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Coal Pty. Ltd./Australia 
43 Arral Group/Hong Investment company Programed Building maintenance 
Kong maintenance Services 
Pty Ltd./Australia 
44 Pacific Construction Land developer and International Tak Construction 
Co.n'aiwan contractor Cheung Holdings 
Ltd./Hong Kong 
45 Sanyo Kokusaku Pulp Paper and pulp Carter Oji Kokusaku Pulp and lumber 
Co./Japan Pan Pacific Ltd./New 
Zealand 
46 Shougang Corp./China Investment holding Tung Wing Steel Iron and steel 
company Holdings Ltd./Hong production 
Kong 
47 Evergreen Marine transportation Hayashikane Ship construction 
GroupA'aiwan Shipyards/Japan 
48 Komatsu Ltd./Japan Construction ANI Komatsu/Australia Construction 
equipment maker machinery 
49 Nittersu Shoji Steel product trader ANI Komatsu7Australia Construction 
Co./Japan machinery 
50 GGS Co./Japan Golf membership Kam Shing Real Estate developer 
sales and real estate Commercial & 
development Industrial Development 
Co.yHong kong 
Source: Asia, Inc. March 1993: pp.34-37. 
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Appendix 10 
The Top 50 Asian M&A Deals of 1993 
Rank Name of BusinessofInvestor Target BusinessofTarget 
Investor/Country Company/Country 
1 Citic Pacific/China Diversified Hongkong Telecommunications 
investments Telecommunication 
Ltd./Hong Kong 
2 Daiwa Bank Ltd./Japan Banking and trust Cosmo Securities Securities 
services Co./Japan 
3 Tokyo Mutual Life Life insurance Isetan Co./Japan Retailing 
Insurance Co. and 
Others/Japan 




5 News Corp./Australia Media HutchVision TV Production and 
； Ltd./Hong Kong broadcasting 
6 Saudi Arabian Oil Oil and gas Petron Oil production 
Co./Saudi Arabia production Corp.yPhilippines 
7 Henderson Land Property Miramar Hotel & Motds 
Development Co./Hong Investment 
Kong Co./Hong Kong 
8 Kerry Media Media South China Newspaper 
Ltd.Malaysia Moming Post publishing 
(Holdings) 
] Ltd./Hong Kong 
9 Cathay GroupA'aiwan Insurance and Taiwan First Banking and finance 
financial services Investment and 
Trust Co.ATaiwan 
10 Hong Leong Credit Banking, finance and MUI Bank Financial services 
Bhd.Malaysia real estate Bhd.Malaysia 
11 Wilton GroupAJ.K. Investment holding Noble Investment Media 
Ltd./Hong Kong 
12 Daehan Kyoyuk Insurance Daehan Securities Securities 
Insurance Co./Korea Co./Korea 
13 Sumitomo Metal Steel production LTV Corp.AJ.S. Steel production 
Industries Ltd./Japan 
14 Dai-ichi Mutual Life Life insurance Matsuzakaya Retailing 
Insurance Co. and Co./Japan 
Others/Japan 




16 Lippo Ltd./Hong Kong Banking and King Tai Hotel development 
financial services Development 
Inc./Hong Kong 
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17 China National Cereal, Food products World Trade Centre Investment holding 
Oils & Foodstuffs Group Ltd./Hong 
Import & Export Corp. Kong 
(CERQn.)/China 
18 Austin McDaniel Computer and Dongshu Risheng Television 
Corp./U.S. engineering Electronic Industry manufacturing 
consulting Corp./China 
19 Kangyo Real Estate Co. Real estate Nagasakiya Supermarket chain 
and Others/Japan Co./Japan 
20 Nippo Electric Glass communications OINEG TV Electronics 
Co./Japan equipment Products Inc.AJ.S. 
21 Guoco Group Banking Hong Leong Credit Financial services 
Ltd.Malaysia Bhd.Malaysia 
22 Ma Ching Kwan Investment holding Sydney Hotel 
Family Co./Hong Kong Hilton/Australia 
23 Technology Resources Management services Alpine Resources Banking and 
Industries Sdn. Bhd.Malaysia financial services 
Bhd.Malaysia -
24 Yangtzekiang Textiles Sabah Shipyard Marine maintenance 
Bhd.Malaysia Sdn. Bhd7Malaysia and engineering 
25 Toyta Motor Automobiles and pre- PT Astra Diversified industrial 
Corp./Japan fab housing Intemationayindon holdings ^ 
26 Aoyama Trading Retail trading Mitsumine Retail apparel 
Co./Japan Co./Japan 
27 Chellion Investment Diversified Laws Property Real estate 
Ltd. and haka investments Holdings Ltd./Hong development 
International Kong 
Ltd./China 
28 Swire Pacific Ltd. and Diversified Shekou Container Marine transportation 
P&0 Asia Ltd./Hong investments and Terminal 
Kong and U.K. marine transport Ltd./China 
29 Bank of Thailand, Central banking and First City Finance and 
Industrial Finance financial services Investment Public securities 
Corp. of Thailand and Co.AThailand 
OthersA^hailand 
30 Yodogawa Steel Works Steel production An Mau Steel Steel rolling and 
Ltd./Japan Co.ATaiwan coating 
31 Nichii Co./Japan Supermarkets Nissan Power Construction 
Investment 
Co./China 
32 Citic Pacific Ltd./China Diversified Sunspark Power Power station 
investments Investment construction 
Co./China 
33 Australia Mutual Life insurance Panin Life Life insurance 
Provident Insurance 
Society/Australia Co./Indonesia 
34 Citic Australia Pty. Investment holding Metro Meat Meat production 
Ltd./China Ltd./Austraiia 
35 China Resources Diversified industrial Hongkong Chinese Finance and 
(Holding) Co./China and investment Bank Ltd./Hong commercial banking 
holdings Kong 
36 Grande Holdings Computers and Hongkew Holdings Manufacturing and 
Ltd.Aiong Kong consumer products Ltd./Hong Kong rcal estate 
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37 Teletech (Thailand) Electronic Capetronic Computer monitors 
Public Co.Along Kong manufacturing Computer Products 
Holdings Ltd./Hong 
Kong 
38 Firstway International Investment holding Morning Star Travel, investment, 
Investment Holdings Ltd./Hong property services 
Ltd.Malaysia Kong 
39 Sumitomo Metal Steel production Kyoei Steel Ltd. Steel maker 
Industrial Ltd./Japan Wakayama/Japan 
39 Mitsubishi Kasei Chemicals Monsanto Kasei Chemicals 
Corp./Japan Co./Japan 
41 China Everbright Diversified MD Holdings Diversified 
Holdings Co./China investments Ltd./Hong Kong investments and 
services 
42 Citic Australia Pty. and Investment holding Yaohan Retailing 
China Venturetec International 
Investment Ltd./China Co./Hong Kong 
42 Megatech Shipping Lamborghini • Automobiles 
Ltd./Indonesia Spa/Italy 
42 Nestle China Food products Magnolia Ice cream products 
Ltd./China Corp7Philippines 
45 China National Food products Seabase Property and 
Cereals, Oils 7 International industrial investment 
Foodstuffs Import & Holdings Ltd./Hong 
Export Corp. Kong 
(CEROm)/China 
46 Citic Pacific Ltd./China Diversified Sterling Lake Power station 
investments Ltd./china construction 
47 Nippon Steel Steel manufacturing NMB Semiconductors 
Corp./Japan Semiconductor 
Corp./Japan 
48 Berjaya . leisure Investment holding Far East Asset Gaming 
Bhd.Malaysia Bhd.Malaysia 
49 Mimet Fotic Investment holding First Pacific Bank Commercial banking 
Investment Ltd./China Ltd./Hong Kong 
50 Asia Pacific Breweries Brewing Tee Yih Jia Food Food products 
Ltd./Singapore Manufacturing Pte. 
Ltd./Singapore 
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Appendix 10 
The Personal Profile of 
the politburo's Standing Committee of 
the 14th Communist Party Congress 
As ranked by the 14th Communist Party Congress, the 
Standing Committee members are: 
Jiang Zemin General secretary of China's Communist Party 
since June 1989, Jiang has also served as chairman of the 
Central Military Commission since November 1989. Born in 
1926 in Jiangsu Province, Jiang holds a degree in 
electrical engineering from Shanghai's Jiantong 
University, and has spent much of his career in industry. 
In the early 1980s he was first vice minister and then 
minister of the Ministry of Electronics Industry, and 
later served as mayor of Shanghai from 1985-89 and as 
Shanghai party secretary from 1987-89. Since becoming 
general secretary, Jiang has been viewed as a moderate 
rather than a strong reformer, but during the last year 
in particular he has publicly backed Deng Xiaoping's 
reform policies. Jiang was first elected to the Party 
Central Committee in 1982, joined the Politburo in 1987, 
and became a member of the Standing Committee in 1989. 
Li Peng China's premier since 1988, Li remains a powerful 
albeit criticised figure in Chinese politics. Castigated 
abroad - and, to some extent, at home - for his role in 
suppressing the Tiananmen demonstrations in 1989, Li is 
likely to be replaced as premier at the end of his term 
this spring. Born in 1928 in Sichuan Province, Li was 
adopted as a child by the late Zhou Enlai, and later 
spent seven years in the former Soviet Union studying 
hydroelectric engineering. Li's political career began 
with his 1980 appointment as vice minister of electric 
power, and he was named vice premier in 1983. He was 
first elected to the Central Committee in 1982 and joined 
the Politburo in 1985. Though generally in favor of a 
more cautious and controlled economic policy, Li has 
expressed support for some aspects of Deng's economic 
reform program, particularly State enterprise reforms. 
Qiao Shi An elusive figure, Qiao has publicly projected a 
reformist bent. Born in 1924 in Zhejiang Province, Qiao 
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was involved in the steel industry before joining the 
Party's inner workings. In 1963, he was transferred to 
the International Liaison Department of the Party Central 
Committee, and worked his way up to committee chair by 
1982. He was named a Central Committee member in 1982 and 
joined the Politburo in 1985. Since 1985, Qiao has been a 
key figure in the Party's Security and legal affairs. He 
joined the Standing Committee in 1987, at the same time 
becoming secretary of the Party's Central Discipline 
Inspection Commission. Since 1989, he has served as 
president of the Central Party School, China's leading 
ideology training center and, until recently, headed the 
Central Commission for Comprehensive Management of Social 
Security and the Central Committee's Political Science 
and Law Committee. Despite his close involvement with the 
Party's ideology apparatus, Qiao is said to have opposed 
the imposition of martial law in 1989, and was criticized 
for the poor performance of the People's Armed Police -
the forces under his command - during the suppression of 
the 1989 demonstrations. 
Li Ruihuan Trained as a carpenter, Li projects a strong 
populist tone in his speeches and activities that set him 
apart from other Party leaders. He is said to have 
studied math and architecture on his own, and is credited 
with developing some of the techniques used in the 
construction of the Great Hall of the People in Beijing. 
Born in 1934 in Anhui Province, Li became deputy 
secretary of the Beijing Building Materials Co. in 1965, 
and was active in the Beijing Trade Union Federation 
throughout the 1970s. As mayor of Tianjin from 1982-89, 
Li earned national recognition for his efforts to 
revitalize the city after the massive Tangshan earthquake 
of 1976. A well-known supporter of Deng Xiaoping, Li has 
been a Standing Committee (and Politburo) member since 
1989. He currently has responsibility for Party 
propaganda. 
Zhu Rongji Named vice premier in 1991, Zhu has risen 
rapidly in the Chinese political system. Zhu was born in 
1928 and graduated from Qinghua University in 1951 with a 
degree in electrical engineering. After years of relative 
obscurity in economic planning, Zhu was appointed vice 
minister in charge of the State Economic Commission in 
1983. In 1987 he was elected an alternate member of the 
Central Committee; in 1988, he became mayor of Shanghai, 
and in 1989 was also named as tile city's Party chief. A 
strong proponent of economic reforms, Zhu was named 
director of the State Council Production Office in 1991. 
This office was later reorganised into the Economic and 
Trade Office and elevated to the.level of State Council 
commission. As head of this new organisation, Zhu bears 
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primary responsibility for overseeing China's economic 
reform program. 
Liu Huaqing Liu's re-emergence from retirement to join 
the Standing Committee probably indicates Deng's desire 
to boost military allegiance to the Party in the face of 
looming uncertainties over economic reforms and the 
passing of China's aged leaders from the scene. Born in 
1916 in Hubei Province, Liu is one of the few Long March 
veterans still actively involved in Party affairs, and is 
known to be a strong backer of Deng's efforts to build a 
modern, professional military. A career military officer, 
Liu was responsible for military research, development, 
and procurement from 1980-82, and served as commander of 
the navy from 1982-88 In this position, Liu was active in 
the upgrading of the navy's ships and personnel. In 1982 
Liu was elected to the Central Committee, though he 
retired from that body in 1985 to join the Central 
Advisory Committee. Liu served as Deng's assistant during 
1979-80, and still meets with the senior statesman often, 
usually to play bridge. At present, Liu also serves as 
vice chairman of the Central Military Commission, the 
most powerful military body in China. 
Hu Jintao Born in 1942 in Anhui Province, Hu is the 
youngest member of the Standing Committee; he was also 
the youngest member of the Central committee when he 
joined that body in 1982. An engineer by training, Hu was 
transferred to the Ministry of Water Conservancy and 
Electric Power in 1968, and took part in the construction 
of several power stations along the Yellow River. In tile 
early 1980s, Hu was secretary of the Gansu Provincial 
Committee of the Chinese Communist Youth League before 
becoming head of the league's secretariat in Beijing, he 
become Party chief of Guizhou Province in 1987, but was 
appointed secretary of the part's Tibet Autonomous 
Regional Committee in 1988 after turmoil broke out in 
Lhasa and other cities on the Tibetan plateau. Since 
1990, Hu has been busy in Party organisational work at 
the national level, and he recently resigned from lairs 
Tibet duties. Hu and Song Ping - whose seat he took on 
tile Standing Committee - were jointly responsible for . 
the selection of the 14th Congress' Central Committee. 
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Forecast consumer price inflation, 1995 over 1994 
35 major cities National 
Government of na 17%* 
China 
World Bank lower than 、94 lower than 、94 
"^tibank "l8% — na 
^ n k of East Asia 19% 15-17% 
* The Chines government published only a retail price 
inflation forecast 一 15% for 1995; 17% is an unpublished 
but widely acknowledge target for consumer price index 
inflation. 
Source: Official statistics, Banks 
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Appendix 10 
Retail Sales in China and Guangdong Province 
Retail Sales in China 
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Appendix 10 
Proportion of Chinese Households with 
Monthly Incomes Exceeding 700 Yuan 
Proportion of Chinese Households with 
Monthly Incomes Exceeding 700 Yuan 
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Appendix 10 
Per Capita Income and Consumer Product Imports 
in Guangdong Province 
Guangdong's Consumer Product Lnports 
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Appendix 10 
Corporate Structure of Goldlion Holdings Limited 
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Appendix 10 
Goldlion's Group Turnover by 
Geographical Area and Product 
Goldlion Group Turnover by 
Geographical Area 1993/94 
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Source: Annual Report 1994. Goldlion Holdings Limited. 
March 19, 1994. 
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Appendix 14 
Goldlion's Group Turnover and Profit 
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Appendix 16 
Brief History of Forever Attempt Limited 
October 1990 Established Forever Attempt 
Limited 
August 1991 Established Ryuji Enterprise 
Company Limited 
August 1991 Established Holy Fine 
Limited 
1992 Established Beijing Office 
August 1992 Established Gansu Ryuji 
Leather Products Company 
Limited 
August 1992 Established Hebei Longzhi 
Leather Products Company 
Limited 
June 1993 Established Gansu Ryuji 
Trading Company 
June 1993 Established Gansu Ryuji 
Decoration Company 
October 1993 Established Shenzhen 999 
Ryuji Leather Products 
Company 
December 1993 Established Gansu Ryuji 
Industrial Company Limited 
July 1994 Established Ryuji 
International Company 
Limited 




Company Structure of Forever Attempt Ltd. 
I FOREVER ATTEMPT t.TD. 1 
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